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Financial  Highlights 

1973  net  sales  S2.962  billion 

f||l.1% 

|||)373  income  after  taxes  $114  million 

Up  4.8% 

1973  earnings  per  share  $2.57 

Up  11  cents 

1973  dividends  per  share  $1.03 

1972  dividends  per  share  $1 .04 
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Resolution  by  the  Board  of  Directors 
of  Federated  Department  Stores,  Inc., 
June  26, 1973: 


Our  friend,  Fred  Lazarus,  Jr.,  is  gone  and 
we  shall  miss  him.  A  remarkable,  vision¬ 
ary  man,  he  knew  when  to  dream,  when 
to  plan,  when  to  lead  and  when  to  con¬ 
centrate  on  the  problems  and  the  hopes 
of  individual  human  beings.  His  sense 
of  what  was  right,  what  should  be  done, 
and  when,  was  most  precise  and  per¬ 
ceptive.  He  was  a  member  of  the  charter 
group  that  had  the  vision  to  form 
Federated  Department  Stores  and  then, 
over  the  years,  he  demonstrated  the 
innovative  leadership  that  brought  the 
company  to  what  it  is  today.  Of  course, 
what  he  did  to  build  this  business  is 
known  to  the  world  and  certainly  to  us. 
In  the  finest  sense  of  the  word  he  was 
a  great  businessman.  But,  in  addition, 
Fred  Lazarus  had  a  strong  belief  in  the 
obligations  of  citiz0f;articipation  at 
all  levels  ot  government  and  encour¬ 
aged  all  of  hrs associates  to  do  the  same. 
He  leaves  an  empty  space  in  all  our 
lives,  filled  partially  ojriy  by  our  mem¬ 
ory  of  his  strength,  his  vigor  and  his 
humor. 


Fred  Lazarus,  Jr.  issa- 
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Annual  Meeting:  Ail  Federated  share¬ 
holders  are  invited  to  attend  our  1974 
annual  meeting.  It  will  be  held  at2  p.m. 
on  Tuesday,  May  28,  at  Federated's 
headquarters,  222  West  Seventh  Street, 
Cincinnati,  Ohio. 
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Dear  Fellow  Shareholders:  In  1973, 
Federated  Department  Stores  con¬ 
tinued  its  record  of  progress  and 
achievement.  Sales  and  earnings  were 
the  highest  in  history  and  year-end 
inventories  were  well  controlled.  All  of 
our  divisions  continued  to  concentrate 
on  overall  operating  disciplines  to  (Upe 
with  rising  inflation. 

Sales  and  Earnings  Results.  Earnings 
per  share  for  the  52  weeks  ended  Febru¬ 
ary  2, 1974  were  S2.57,  compared  to 

Letter  to  Shsrehosders  $2.46  per  share  forthe  53  weeks  ended 
February  3, 1973.  Inflation  in  the  cost  of 
goods  sold  reduced  earnings  by  $.19 
per  share  in  1973,  compared  with  $.03 
per  share  in  1972.  These  amounts  were 
calculated  from  the  increase  in  the 
appropriate  Bureau  of  Labor  Statistics 
index  used  in  determining  the  value  of 
ouryear-end  LIFO  inventory. 

The  LIFO  (last-in,  first-out)  method, 
used  by  Federated  and  some  other  re¬ 
tailers,  has  the  effect  of  eliminating 
inflationary  effects  from  earnings  and 
from  inventory  value.  Thus,  profits  and 
balance  sheet  inventory  values  are 
stated  on  a  conservative  basis,  both  for 
financial  and  tax  reporting  purposes. 

Federated's  net  income  was 
$113,731,648,  compared  with 
$108,573,045  in  the  previous  year,  for||j. 
an  increase  of  4.8% .  Sales  were 
$2,962,050,636,  compared  to  1972's 
$2,665,147,985,  for  an  increase  of 
1 1 .1  % .  On  a  comparable  52-week 
basis,  sales  increased  12.7%  in  1973. 

Fourth  quarter  earnings,  before  de¬ 
ducting  the  effect  of  inflation  in  the 
cost  of  goods  sold,  were  $1.27  per  share 
in  1973  (a  13-week  period)  compared 
to  $1.19  in  1972  (a  14-week  period). 

After  deducting  the  effect  of  inflation, 
fourth  quarter  earnings  were  $1.15  per 
share  in  1973  compared  to  $1.18 
in  1972. 

The  economy  started  out  strong  in 
1973.  As  the  year  progressed,  rising  in¬ 
flation,  shortages  partly  caused  by  price 
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Consumer  caution  eased  duringthe 

Sristmas  season  and  the  improved 
e  of  sales  continued  through 
January. 

Department  and  specialty  stores  ac¬ 
counted  for  78.5%  of  total  1973  sales 
volume,  compared  with  80.9%  last 
year.  Profit  contribution  of  department 
and  specialty  stores  (before  federal, 
state  and  local  income  taxes,  central 
office  costs  and  interest  expense)  was 
10.5%  of  theirsales  compared  with 
10.8%  in  1972. 

Our  mass  merchandising  divisions  pro¬ 
duced  21.5%  of  total  1973  sales  com¬ 
pared  with  1 9.1  %  last  year,  and  their 
profit  contribution  was  2.5%  of  their 
sales  compared  with  3.0%  in  1972.  It 
should  be  noted  that  Ralphs,  our  super¬ 
market  division,  absorbed  the  costly 
effects  of  the  price  freeze  on  beef,  a35 
day  strike,  and  an  unprecedented 
effect  of  inflation  on  the  cost  of  goods 
sold.  These  factors  combined  to  pro¬ 
duce  a  substantial  adverse  impact  on 
Ralphs’  contribution  to  profits.  For  the 
first  time  in  its  history,  in  1973  Ralphs 
%yvas  ranked  number  one  in  consumer 
"  preference  by  the  Los  Angeles  Times 
continuing  homeaudit. 

Shortly  after  the  close  of  the  fiscal 
year,  the  indicated  annual  dividend 
rate  was  increased  from  $1 .08  to  $1 .1 6. 
The  quarterly  dividend  rate,  effective 
with  the  April  26, 1974  payment,  will 
be  $.29  per  common  share. 

We  expect  the  year  1 974  to  be  difficult 
for  ail  retailers.  Business  in  the  first  part 
of  1974  should  be  relatively  slow.  We 
anticipate  a  slight  improvement  in  the 
third  and  fourth  quarters.  Our  organiza¬ 
tion  is  determined  to  perform  in  a 
superior  manner  under  these  adverse 
economic  circumstances  for  our  cus¬ 
tomers  and  shareholders. 


Ralph  Lazarus,  Chairman  of  the  Board  Harold  Krensky,  President 
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Expansion.  Federated  added  a  record 
2,921 ,000  square  feet  of  new  retail 
space  in  1973.  The  majority  of  this  was 
in  department  and  specialty  stores, 
in  1974,  we  plan  to  add  a  total  of 
1 ,81 9,000  square  feet,  including  1 8 
new  stores.  The  following  table  lists 
majorstore  openings  in  1973. 


Department  and  Specialty  Store  Openings 


Abraham  &  Straus,  Rego  Park,  Queens,  New  York,  306,000  sq.  ft. 
Bloomingdale's,  Chestnut  Hill,  Massachusetts,  85,000  sq.  ft. 

(Home  Furnishings  Specialty  Store) 

Bullock's  South  Coast  Plaza,  Costa  Mesa,  California,  186,000  sq.  ft. 
Bullock's  Wilshire,  Woodland  Hills,  California,  84,000  sq.  ft. 

Bullock's  Northern  California,  Walnut  Creek,  California,  1 88,000  sq.  ft. 
Burdine's,  Orlando,  Florida,  206,000  sq.  ft. 

Lazarus,  Indianapolis,  Indiana,  312,000  sq.  ft. 

Lazarus  Capri  Store,  Columbus,  Ohio,  34,000  sq.  ft. 

Sanger-Harris,  Valley  View,  Dallas,  Texas,  200,000  sq.ft. 


Mass  Merchandising  Store  Openings 
Gold  Circle: 

East,  Cincinnati,  Ohio,  130,000  sq.  ft. 

North,  Cincinnati,  Ohio,  130,000  sq.  ft. 

West,  Cincinnati,  Ohio,  133,000  sq.  ft 

North  Olmstead,  Cleveland,  Ohio,  103,000  sq.  ft. 

Mentor,  Ohio,  104,000  sq.  ft. 

Springfield,  Ohio,  135,000  sq.  ft. 

Gold  Triangle: 

Orlando,  Florida,  86,000  sq.  ft. 

Tampa,  Florida,  86,000  sq.  ft. 

Gold  Key: 

Van  Nuys,  California,  159,000  sq.  ft. 

Ralphs: 

Hillsdale,  San  Jose,  California,  35,000  sq.  ft. 

Golden  West  &  Warner,  Los  Angeles,  California,  35,000  sq.  ft. 


Dillon  Anderson  1S06-1974 
We,  members  of  the  Board  of  Directors  of  Fed¬ 
erated  Department  Stores,  Inc ,  want  to  express 
our  deep  sense  ol  loss  at  the  death  of  our  well- 
loved  triend  and  long  time  associate,  Dillon 
Anderson,  in  Houston  on  January  28, 1974. 

Einstein  said, " Man  is  here  for  the  sake  of 
men."  And  Dillon  Anderson,  throughout  his  67 ^ 
years,  modeled  this  thought.  This  board,  and  in 
fact,  this  entire  nation,  will  long  benefit  from 

man  and  author. 

The  nation  will  remember  his  efforts  as  con¬ 
sultant  to  the  National  Security  Council,  as 
special  assistant  to  President  Eisenhower  for 
National  Security  Affairs  and  for  his  role  as  a 
member  of  the  U  S.  delegation  to  The  Big  Four 
Summit  Conference  in  Geneva  in  1955.  Many 
will  remember  him  for  his  efforts  as  an  attorney 
and  senior  partner  of  the  law  lim  ol  Baker  & 

Botts.  Still  others  will  find  endless  enjoyment 
in  his  three  novels  of  folktales  of  the  Southwest. 

We,  his  business  associates  of  more  than  17 

had  the  honor  and  pleasure  to  know  Dillon 
Anderson,  the  man:  his  business  acumen,  his 
warmth,  his  compassion,  his  wit  and  his  sin¬ 
cerity.  Dillon  Anderson  ...  a  man  who  existed 
for  the  sake  of  men  We  shall  deeply  miss  him. 
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EamingS  (millions  of  dollars) 


Retail  store  facilities  at  end  of  fiscal  year 
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Organization.  In  1973,  Federated  made 
a  number  of  major  improvements  in  its 
Retirement  Income  and  Thrift  Incentive 
Plan,  which  is  the  Company’s  major 
profit  sharing  retirement  plan.  New  em¬ 
ployees  will  become  eligible  to  enter 
l^^alan  after  one  year  of  regular  em- 
pUfyiment  and  having  reached  their 
25th  birthday.  Their  profit  sharing  ac¬ 
count  becomes  fully  vested  after  15 
years  of  regular  employment,  with  par¬ 
tial  vesting  beginning  after  5  years  of 
such  employment.  The  increased  costs 
relating  to  such  improvements  are 
being  met  by  the  Company. 

We  deeply  mourn  the  death  of  Fred 
Lazarus,  Jr.,  who  died  May  27, 1973.  He 
was  a  charter  founder  and  guiding 
leader  who  brought  Federated  to  its 
present  position  of  national  promi¬ 
nence.  Thanks  to  his  foresight  and  dedi¬ 
cation,  Federated  has  a  legacy  and 
sense  of  purpose  that  is  unique  among 
retailers. 

Dillon  Anderson,  a  member  of  the 
board  for17  years,  died  in  1974.  His 
dedication  and  guidance  contributed 
greatly  to  the  Company's  progress.  We 
will  miss  Mr.  Anderson's  wise  counsel. 

Two  members  of  the  board  will  com¬ 
plete  their  service  effective  May  28, 

1974.  They  are  David  L.  Rikeand 
^Sidney  L.  Solomon.  Mr.  Rike  has  served 
on  the  board  for  1 5  years.  Mr.  Solomon 
has  been  aboard  member  for  19  years. 
Wewill  be  forever  grateful  forthe  con¬ 
tributions  they  made  to  further 
Federated's  success.  Each  has  con¬ 
tributed  almost  half  a  century  of  effort 
toward  the  advancement  of  the  retail¬ 
ing  industry. 

Since  our  last  Annual  Meeting, 

Federated  added  three  new  members  to 
the  board  of  directors.  They  are:  Peter 
G.  Peterson,  Chairman  of  Lehman 
Brothers,  Inc.,  and  former  Secretary  of 
Commerce;  Ms.  Lucy  Wilson  Benson, 
President  of  the  League  of  Women 
Voters  of  the  United  States;  and  Lawrence 
Lachman,  Chairman  of  Bloomingdale's. 


We  could  not  have  accomplished  what 
we  did  in  1973  without  the  dedication  to 
excellence  that  is  the  trademark  of  our 
Federated  associates  and  our  suppliers. 
We  want  to  thank  them  for  their  valued 
contributions.  We  also  wish  to  express 
appreciation  to  our  customers,  share¬ 
holders,  directors  and  officers  for  their 
continued  support  through  the  year. 


Respectfully  submitted, 

Ralph  Lazarus,  Chairman  of  the  Board 
Harold  Krensky,  President 

By  order  of  the  Board  of  Directors, 

April,  1974 


This  special  energy-saving  shopping  bag  was 
provided #ee  teshcppers  in  Federated  stores 
during  Christmas  as  a  reminder  that  energy 
conservation  should  be  everyone's  concern. 


Reproduced  with  permission  of  the  copyright  owner.  Further  reproduction  prohibited  without  permission. 


Federated  Department  Stores,  Inc. 

Ten -Year  Summary 


Qv 

1973 


Notes: 

(1)  The  acquisition  of  Ralphs  in  1967  and  Bullock's- 
Magnin  in  1964  were  accounted  for  as  poolings  of 
interests.  Figures  for  prior  years  have  been  restated. 

(2)  Adjusted  to  reflect  2-for-1  split  in  1968. 

(3)  Based  on  average  number  of  shares  outstanding 
during  the  year. 

(4)  Based  on  number  of  shares  outstanding  at  end  of 
year. 

(5)  Before  deduction  of  accounts  sold. 

(6)  Amounts  by  which  inventories  were  lower  than 
they  would  have  been  had  the  last-in,  first-out  basis 
not  been  used. 

(7)  Based  on  average  of  shareholders'  equity  at 
beginning  and  end  of  year. 
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Operations  (dollars  in  thousands) 

Net  sales . $2,962,051 

Income  before  income  taxes  ........  224,732 

Percent  of  sales .  7.6% 

Federal,  state  and  local  income  taxes .  111,000 

Net  income .  113,732 

Percent  of  sales .  3.8% 

Dividends  paid .  47,786 

Earnings  retained .  65,946 

Capital  expenditures .  164,945 

Depreciation  and  amortization .  46,929 

Taxes  other  than  income  taxes .  61,781 

Per  Share  of  Common  Stock® 

Net  income® . $  2.57 

Dividends .  1.08 

Shareholders'  equity  (bock  value)® .  20.11 

Year-End  Financial  Position  (dollars  in  thousands) 

Accounts  receivable® . $  519^"- 

inventories .  336,815 

""Cumulative  effect  of  inflation  on  inventories®  .  .  66,693 

Working  capital .  377,602 

Property  and  equipment— net .  671,608 

Long-term  debt .  116,505 

Shareholders'  equity .  889,352 

Return,  on  shareholders'  equity® .  13.3% 

Statistics 

Number  of  department  stores  at  end  of  year .  .  .  126 

Number  of  square  feet  of  department  store  space 

(in  thousands) .  27,384 

Average  number  of  shares  outstanding 

(in  thousands) (:> .  44,249 
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1972 

1971 

1970 

1Q69 

1968 

1967U) 

1966ID 

1965HI 

1964(1) 

$2,353,095 

$2,091,515 

$1,992,669 

$1,813,771 

$1,680,747 

$1,560,663 

$1,481,053 

$'1,401,642 

219,033 

192,424 

160,329 

177,291 

169,169 

162,170 

149,634 

141,633 

134,098 

-  8.2% 

8.2% 

7.7% 

8.9% 

9.3% 

9.6% 

9.6% 

9.6% 

9.6  % 

110,450 

96,213 

73,660 

91,349 

8S,S99 

78,916 

73,043 

63.136  4 

65,839 

103.573 

96,206 

82,169 

85,942 

80,270 

33,254 

76,541 

73,452 

67  2~-9 

4.1% 

4.1  % 

3.9% 

4.3% 

44% 

-  5.0% 

4.9% 

5.0% 

£.8% 

45,997 

43,790 

43,547 

42,430 

40,203 

35,965 

35,423 

32,840 

31,015 

62,576 

52,416 

33,622 

43,512 

40,067 

47,289 

41,218 

40,512 

36,244 

116,062 

94,100 

93,562 

102,575 

56,918 

60,223 

55,101 

44,133 

35,269 

40,023 

34,915 

.  30,443 

26,990 

24,723 

22,392 

20,452 

'  19,103 

13,493 

52,901 

45,451 

41 ,336 

38,414 

34,018 

31$3fr: 

23,203 

26,457 

24,516 

$  2.46 

$  2.20 

$  1.8S 

$  1.98 

$  1.85 

$  1.92 

$  1.77 

$  1.69 

$  1.55 

1.04 

1.00 

1.00 

.97% 

.92% 

.85 

.83% 

.77% 

.721 

1S.S7 

17.18 

15.33 

15.03 

14.03 

13.21 

12.13 

11.24 

1085 

$p47,5S2 

$  434,608 

$  403,176 

$  386,374 

$  345,902 

$  309,848 

c  304373 

$  283,650 

$  263,679 

309,813 

276,469 

235,746 

240,047 

210,419 

194,733 

181,216 

161,433 

150,106 

48, 60S 

45,457 

43,339 

38,345 

31,795 

24,216 

19,997 

17,523 

~1 6,803 

419,563 

415,692 

395,823 

357,103 

375,405 

362,642 

342,372 

336,751 

297,159 

561,754 

488,513 

436,725 

3S7.050 

328,831 

303,900 

274,934 

244,979 

224,025 

117,623 

113,937 

112,065 

69,531 

70,793 

72,317 

75,657 

82,026 

62,432 

526,376 

755,452 

692,474 . 

653,319 

612,026 

573,512 

525,981 

487,140 

443,665 

13.7% 

133% 

12.2% 

13.6% 

13.5% 

15.1% 

-•15.1% 

15.7% 

15.5% 

117 

110 

1C7 

102 

97 

SS 

91 

37 

S4 

25,592 

.  24,461 

23,459 

22,595 

21,078 

20,528 

19,369 

18,203 

17300 

44,214 

43,755 

43,548 

43,500 

43,461 

43392 

43,376 

43,399 

43,446 
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Makes  the 
Difference... 


Every  Federated  store  has  an  individual  personality  of  its  own.  This  is 
consistent  with  its  tradition,  the  trading  area  in  which  it  is  located,  its 
customers  and  its  employees. 

Many  of  the  stores  have  been  in  their  communities  for  more  than  a 
century  and  because  of  this  individuality,  their  names— names  like 
Bloomingdale's,  Filene's,  Goldsmith's,  Lazarus,  Shillito's,  Sanger-Harris— 
continue  to  be  household  words.  _ 

The  following  pages  depict  the  individual  personality  of  the  Federated 
stores  as,  North,  South,  East  and  West,  they  progressed  through  a 
record  expansion  year. 
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Northeast 
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Midwest 


:r.  Further  reproduction  prohibited  without  permission. 


The  new  Sanger-Harris  store  in  the  Valley  View 
section  of  Dallas  chose  the  theme  "imagina- 
tion"  in  its  approach  to  life-style  merchandis¬ 
ing.  The  variety  of  settings  throughout  the 
store  combine  traditional  and  innovative 
merchandising  presentations  so  that  customers 
relate  to  the  merchandise  that  is  immediately 
in  front  of  them.  Sanger-Harris  highlights  more 
than  100  authentic  room  settings  in  its  home 
furnishings  area.  This  one  is  obviously  attrac¬ 
tive  to  this  weary  band  of  shoppers.  Even  the 
rug  is  comfortable. 


19 


Reproduced  with  permission  of  the  copyright  owner.  Further  reproduction  prohibited  without  permission. 


Reproduced  with  permission  of  the  copyright  owner.  Further  reproduction  prohibited  without  permission. 


Federated  Department  Stores,  Inc. 

Consolidated  Statement  of  Income 


52  Weeks  Ended 
February  2, 1974 


Net  Sales,  including  leased  department  sales .  $2,962,050,636 

Rental  Revenues .  4,125,695 

$2,966,176,331 

Deduct: 

Cost  of  goods  sold  and  expenses 

exclusive  of  items  listed  below .  $2,551,242,781 

Taxes  other  than  income  taxes .  61,780,794 

Depreciation  and  amortization .  46,928,975 

Real  estate  rent  expense  (note  11) .  25,423,154 

Maintenance  and  repairs .  19,913,477 

Retirement  expense  (note  3) .  20,209,265 

P  Interest  expense-net  (note  4) .  15,946,237 

Total  costs  (note  9) .  $2,741,444,683 


income  Before  Income  Taxes .  $  224,731,648 

Federal,  state  and  local  income  taxes  (note  1): 

Current .  $  103,389,000 

Deferred .  7,611,000 

$  111,000,000 

Netlncome .  $  113,731,648 


Earnings  per  Share  of  Common  Stock  (note  10) .  $2.57 

Fully  Diluted  Earnings  per  Share  (note  10) .  2.50 


53  Weeks  Ended 
February  3, 1973 


$2,665,147,985 

4,807,835 

$2,669,955,820 

$2,287,353,643 

52,901,374 

40,023,142 

23,754,191 

20,193,749 

16,565,384 

10,131,292 

$2,450,922,775 


$  219,033,045 

$  101,371,000 
9,089,000 
$  110,460,000 

$  108,573,045 


$2.46 

2.39 
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Federated  Department  Stores,  Inc. 

Consolidated  Balance  Sheet 


Assets 


February  2, 1974 


Current  Assets: 

Cash .  $  34,618,142 

Accounts  receivable  (page  27) .  431,944,893 

Merchandise  inventories  (note  1) .  336,814,893 

Supplies  and  prepaid  expenses .  12,971,247 

Total  Current  Assets .  $  816,349,175 


Other  Assets: 

Deferred  tax  charges  (note  1) .  $  79,963 

Property  not  used  in  operations— at  cost,  less  accumulated  depreciation  .  .  36,321,644 

Investment  in  unconsolidated  subsidiaries-at  equity  (notes  1  and  4)  .  .  .  16,262,744 

Miscellaneous .  10,206,808 

$  62,871,159 


Property  and  Equipment— net  (page  27) 


635,285,999 

$1,514,506,333 
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February  3, 1973 


$  42,456,152 

425,702,375 
309,817,745 
11,459,138 
$  789,435,410 


$  4,730,38|g 

31,152,200 
15,090,722 

9,438,646 
$  60,411,954 


530,601,736 

$1,380,449,100 
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Liabilities  and  Shareholders'  Equity 


February  2, 1974 


February  3, 1973 


Current  Liabilities: 

Notes  payable  and  long-term  debt  due  within  one  year .  $  35,275,752 

Accounts  payable  and  accrued  liabilities .  294,229,978 

Income  taxes,  current  and  deferred  (note  1) . .  109,241,297 

Total  Current  Liabilities .  $  438,747,027 


Deferred  Compensation  (note  5) .  69,902,143 

© 


Long-Term  Debt,  due  after  one  year  (note  6) 


116,505,496 


Shareholders'  Equity— 44,230,745  and  44,272,471  common 

shares  outstanding  (page  26) .  889,351,667 

$1,514,506,333 


$  20,249,792 

242,343,936 

107,273,520 
$  369,867,248 

66, 582,473 

117,623,398 

826,375,981 

$1,380,449,100 
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Federated  Department  Stores,  Inc. 

Shareholders'  Equity 


Capital  in  excess  of  par  value  of  common  stock  .  114,287,309  113,650,326 

Accumulated  earnings  employed  in  the  business .  765,265,935  699,320,123 


$937,352,526  $870,769,731 

Less  2,008,681  and  1,966,955  shares  of  treasury  stock,  at  cost .  48,000,859  44,393,750 

$889,351,667  $826,375,981 


Capital  istfetdeSS.'pf  Par 

Common  Stock  Issued  Value  of  Common  Stock 


Par  Value  of  Common  Stock  and  Capital  in 
Excess  of  Par  Value  of  Common  Stock: 


debentures  converted  to  common  stock  (3,265  shares) .  146,204  4,727,637  9,7) 


debentures  converted  to  common  stock  (3,265  shares) .  146,204  4,727,637  9,778,795 

Balance,  end  of  year .  2,008,681  $48,000,859  $44,393  750 
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Accounts  Receivable 


February  2,1974 

February  3, 1973 

Due  from  customers: 

Thirty-day  accounts . 

^^eferred  payment  accounts . 

Otheraccounts  receivable . 

$112,769,404 

395,071,531 

25,864,990 

$533,705,925 

$108,949,454 

352,405,497 

19,291,706 

$480,646,657 

Less: 

Allowance  for  doubtful  accounts . 

Deferred  service  charges . 

Accounts  sold  to  finance  subsidiary,  less  Company's  equity  therein 
of  $4,612,500  and  $2,210,000  (note  4) . 

$  11,474,022 
2,649,510 

87,637,500 

$  10,399,276 
2,555,006 

41,990,000 

$101,761,032  $  54,944,282 

$431,944,893  $425,702,375 


Property  and  Equipment 

Cost 

Accumulated 
Depreciation  and 
Amortization 

Net 

February  2, 1974: 

Land . 

$  67,077,056 

$  - 

$  67,077,056 

Buildings,  substantially  all  on  owned  land . 

Buildings  on  leased  land,  improvements  to 

322,068,269 

73,643,535 

248,424,734 

leased  properties  and  leaseholds . 

■  ■  179,009,503 

53,877,687 

125,131,816 

Store  fixtures  and  equipment . 

•  •  299,385,121 

104,732,728 

194,652,393 

$867,539,949 

$232,253,950 

$635,285,999 

February  3, 1973: 

Land . 

•  •  $  66,301,892 

$ 

$  66,301,892 

Buildings,  substantially  all  on  owned  land  .  .  .  . 
Buildings  on  leased  land,  improvements  to 

•  •  267,367,191 

63,436,568 

203,930,623 

leased  properties  and  leaseholds . 

•  •  150,741,366 

47,948,591 

102,792,775 

Store  fixtures  and  equipment . 

-  ■  248,516,959 

90,940,513 

157,576,446 

$732,927,408 

$202,325,672 

$530,601,736 

27 


Reproduced  with  permission  of  the  copyright  owner.  Further  reproduction  prohibited  without  permission. 


Federated  Department  Stores,  Inc. 

Consolidated  Statement  of  Changes  in  Financial  Position 


52  Weeks  Ended 
February  2, 1974 


Source  of  Funds: 

Net  income .  $113,731,648 

Depreciation  and  amortization .  46,928,975 

Other  items  not  requiring  outlay  of  funds .  11,327,661 

Total  funds  provided  from  operations .  $171,988,284 

Increase  in  long-term  debt .  151,633 

Common  stock  issued  for  employee  plans 

and  debenture  conversions .  4,127,567 

Disposition  of  property  and  equipment .  8,094,998 

(Increase)  Decrease  in  working  capital .  41,966,014 

$226,328,496 


Application  of  Funds: 

Dividends .  $  47,785,836 

Purchase  of  property  and  equipment .  164,944,54 6 

Decrease  in  long-term  debt .  1,269,535 

Increase  in  investment  in  unconsolidated  subsidiaries . .  1,172,022 

Other-net .  11,156,557 

$226,328,496 


Increase  (Decrease)  in  Components  of  Working  Capital: 


Cash .  $  (7,838,010) 

Accounts  receivable .  6,242,518 

Merchandise  inventories .  26,997,148 

Supplies  and  prepaid  expenses .  1,512,109 

Increase  in  current  assets .  $  26,913,765 

Notes  payable  and  long-term  debt  due 

within  one  year .  $  15,025,960 

Accounts  payable  and  accrued  liabilities .  51,886,042 

Income  taxes,  current  and  deferred .  1,967,777 

Increase  in  current  liabilities .  $  68,879,779 

Increase  (Decrease)  in  working  capital .  $(41,966,014) 
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53  Weeks  Ended 
February  3, 1973 


$108,573,045 

40,023,142 

12,374,715 

$160,970,902 

50,686,427 

12,964,479 

3,566,813 

(3,876,110) 

$224,312,511 


$  45,997,473 
116,062,318 
46,999,888 
13,637,928 
1,614,904 
$224,312,51^ 


$  (9,275,179) 
(2,507,250) 
33,348,284 
2,830,670 
$  24,396,525 

$(26,401,641) 
38,535,791 
8,386,265 
$  20,520,415 
$  3,876,110 
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Federated  Department  Stores,  Inc. 

Notes  to 

Consolidated  Financial  Statements 


1.  Summary  of  Significant  Accounting  Policies.  All  sub¬ 
sidiaries  are  consolidated  except  Federated  Acceptance 
Corporation,  a  wholly-owned  finance  subsidiary  (see 

note  4),  and  Federated  Stores  Realty,  Inc.,  a  wholly-owned 
(non-material)  real  estate  subsidiary  created  in  1973. 

Merchandise  inventories  are  substantially  all  valued  by 
the  retail  method  and  stated  on  the  LIFO  (last-in,  first-out) 
basis  which  islowerthan  market.  At  February  2, 1974  and 
February  3, 1973,  they  were  $66,693,000  and  $48,608,000 
lower  than  they  would  have  been  had  the  retail  method 
been  used  without  the  application  of  the  LIFO  basis. 

Depreciation  and  amortization  are  provided  on  a 
straight-line  basis  for  book  purposes  over  the  shorter  of 
estimated  asset  lives  or  lease  terms. 

State  and  local  income  taxes  previously  included  in  "Cost 
of  goods  sold  and  expenses"  are  now  included  in  "Federal, 
state  and  local  income  taxes."  The  financial  statements  for 
the  year  ended  February  3, 1973  have  been  reclassified  to 
conform  to  current  classifications.  The  provision  for  income 
taxes  includes  $15,926,000  and  $15,460,000  of  state  and 
local  taxes  (substantially  all  current)  for  the  years  ended 
February  2, 1974  and  February  3, 1973. 

Deferred  income  taxes  are  provided  on  non-permanent 
differences  between  reported  and  taxable  income.  De¬ 
ferred  tax  charges  result  principally  from  deferred  com¬ 
pensation  less  deferred  tax  liability  from  accelerated 
depreciation.  Income  tax  liability  includes  deferred  taxes 
of  $63,197,000  at  February  2, 1974  and  $60,236,000 at 
February  3, 1973  from  deferment  of  gross  margin  on  in¬ 
stallment  sales.  Total  investment  tax  credits  ($4,278,000 
for  the  year  ended  February  2, 1974  and  $3,236,000  forthe 
preceding  year)  are  used  to  reduce  federal  income  tax 
expense  in  each  year. 

2.  Effect  of  Inflation.  Inflation  in  the  cost  of  goods  sold 
reduced  net  earnings  by  $8,315,000  in  1973  and  $1,452,000 
in  1972.  These  amounts  were  calculated  from  the  increase 
in  the  appropriate  Bureau  of  Labor  Statistics  index  used 

in  determining  the  value  of  the  year-end  LIFO  inventory. 

3.  Retirement  Expense  consists  of  contributions  to  the 
Retirement  Income  and  Thrift  Incentive  Plan  and  three 
plans  assumed  in  acquisitions,  all  of  which  are  deferred 
payment  profit  sharing  plans  qualified  under  Internal 
Revenue  Service  regulations,  plus  contributions  to  certain 


union  pension  funds  and  direct  payments  made  to  some 
retired  employees.  No  employee  can  actively  participate 
in  more  than  one  plan. 

4.  Federated  Acceptance  Corporation  purchases  accounts 
receivable  of  Federated  Department  Stores,  Inc.  withhold¬ 
ing  five  percent  of  the  receivable  balances  as  a  reserve 
against  collection.  Federated  Acceptance  Corporation  had 
pre-tax  income  of  $2,250,833  forthe  year  ended  February 
2, 1974  ($72,938  for  the  previous  year)  which  amounts 
have  been  applied  as  a  reduction  of  consolidated  interest 
expense. 

Following  is  a  comparative  balance  sheet  of  Federated 
Acceptance  Corporation: 


February  2, 1974 

Assets 

Customer  receivables  of 
$92,250,000  and 
$44,200,000  purchased 
from  Federated  Depart¬ 
ment  Stores,  Inc.  less  5% 
withheld  pending 


collection .  $87,637,500 

Cash .  128,049 

Other  assets .  197,805 

$87,963,354 

Liabilities  and  Equity 

Short-term  notes  payable  .  .  $70,500,000 

Federal  income  taxes  .  .  .  1,044,400 

Accrued  liabilities  and 
deferred  income  ....  157,799 

Equity  of  Federated  Depart¬ 
ment  Stores,  Inc .  16,261,155 

S87,963,354 


$41,990,000 

113,025 

31,990 


15,090,722 

$42,135,015 


5.  Deferred  Compensation  represents  principally  cash  and 
stock  distributable  after  retirement  or  termination  under 
the  Company's  Executives  Deferred  Compensation  Plan  in 
which  eligible  executives  may  elect  to  defer  a  portion  of 
their  compensation  each  year.  The  Company  maintains 
shares  in  the  treasury  to  cover  the  number  it  estimates  will 
be  needed  for  distribution  of  stock  credits  currently 
outstanding. 


6.  Long-term  Debt: 


Sinking  fund  debentures 
due  1995,  8%%  ....  $  50,000,000 

Sinking  fund  debentures 
due  2002,  7'/s  %  ....  50,000,000 

Convertible  debentures 
due  1985,  4'/2%  ....  13,452,000 

Other,  average  about  6%  .  3,053,496 

$116,505,496 


February’ 3,1973 

$  50,000,000 

50,000,000 

13,586,000 

4,037,398 

$117,623,398 
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In  the  next  five  years,  maturities  vary  in  annual  amounts 
from  $400,000  to  $5,000,000.  Thereafter,  to  the  year  2002, 
maturities  vary  from  $2,500,000  to  $6,400,000  annually. 
The  convertible  debentures  are  convertible  into  328,097 
shares  of  common  stock  at  $41  per  share. 

7.  Stock  Option  transactions  under  the  1971  plan,  which 
provides  for  grants  of  either  qualified  or  non-qualified 
options  at  not  less  than  100%  of  market,  and  under  prior 
plans  (which  have  been  terminated  except  for  shares 
already  granted),  were  as  follows: 


Grant  Grant 

Shares  Price  Shares  Price 

Outstanding,  beginning 


of  year .  306,075  $27-58  399,150  $22-47 

Granted  at  100% 

of  market .  134,000  45-47  116,000  56-58 

Expired  or  cancelled  .  .  (154,045)  37-58  (35,750)  34-37 

Exercised . (44,180)  27-37  (173,325)  22-37 

Outstanding,  end 

of  year .  241,850  45-58  306,075  27-58 

Exercisable,  end 

of  year .  29,925  45-58  185,688  27-47 

Available  for  additional 
grants .  259,000 


No  grants  were  made  under  the  plan  approved  by  the 
shareholders  in  May,  1973  which  authorizes  the  granting 
of  either  qualified  or  non-qualified  options  at  not  less  than 
100%  of  market  for  an  additional  500,000  shares. 

8.  Restricted  Stock  Purchase  Plan  grants  were  issued  during 
the  year  ended  February  2, 1974  for  40,950  shares  at  50% 
of  market  and  41 ,950  shares  were  exercised  or  cancelled, 
leaving  no  shares  outstanding  at  the  year-end.  Of  the 
200,000  shares  originally  approved  by  the  shareholders  in 
1969, 52,352  shares  were  available  for  future  grants  at 
February  2, 1974. 

The  Board  of  Directors  has  adopted,  subject  to  share¬ 
holders’  approval  in  May,  1974,  a  new  plan  which  author¬ 
izes  grants  for  an  additional  250,000  shares. 

9.  Total  Costs  are  classified  in  the  Annual  Report  to  the 
Securities  and  Exchange  Commission  as  follows: 


Cost  of  sales,  including 
occupancy  and  buying 

Selling,  publicity,  delivery 
and  administrative 

expenses  . 

Provision  for  possible 
future  losses  on 

receivables . 

Interest  expense — net  .  . 


.  $2,198,761,345 

516,166,374 


$1,950,171,765 


481,103,247 


10.  Earnings  per  Share  of  Common  Stock  are  based  on 
average  shares  outstanding  of  44, 248, 890  and  44,213,964 
for  the  years  ended  February  2, 1974  and  February  3, 1973. 
Any  dilution  from  the  potential  issuance  of  shares  under 
the  deferred  compensation  plan,  the  restricted  stock  pur¬ 
chase  plan  and  the  stock  option  plans  would  be  less  than 
3%.  Fully  diluted  earnings  per  share  take  into  account  the^ 
above  items  plus  the  shares  issuable  upon  conversion  of  ^ 
debentures. 


11.  Rent  Expense  consists  of: 


Real  estate  rent  expense 
(principally  from  non¬ 
capitalized  financing 
leases): 

Base  Rent  .  .  . 

Computed  as  per¬ 
centages  of  sales 
Total  .... 


Personal  property  rent 
expense  (included  in 
"Cost  of  goods  sold  and 

expenses")  . 

Income  from  sub-leases 
(included  in  "Rental 
revenues")  . 


52  Weeks  Ended 
February  2, 1974 


§23,3|g)226. 

2,064,923 

$25,423,154 

$  7,268,541 

$  1,766,537 


$21,675,484 

2,078,707 

$23,754,191 

$  5,833,086 

$  2,018,649 


Deduct 

Commit- 


mitments  under  non- 
cancellable  leases  as  of 
February  2, 1974 

$20,635,000 
20,049,000 
18,842,000 
18,043,000 
16,960,000 

Five  years  ending 


1975 

1976 

1977 

1978 

1979 


.  $21,872,000  $1,237,000 
.  21,145,000  1,096,000 
.  19,805,000  963,000 

.  18,902,000  859,000 

.  17,676,000  716,000 


1984  .  .  . 

1989  .  .  . 

1994  .  .  . 
Subsequent  to 
January  1994 


77,530,000 

58,215,000 

35,272,000 

51,393,000 


1,990,000 

764,000 

129,000 


75,540,000 

57,451,000 

35,143,000 

51,393,000 


Most  leases  require  the  Company  to  pay  taxes  (recorded 
as  taxes)  and  other  expenses,  some  call  for  additional 
amounts  based  on  percentages  of  sales  and  some  contain 
purchase  options. 

At  February  2, 1974  the  present  value  of  minimum  rental 
commitments  under  non-capitalized  financing  leases 
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(excluding  taxes  and  other  expenses  assumed  by  lessors) 
was  $163,400,000  for  real  estate  and  $800,000  for  personal 
property.  The  weighted  average  interest  rate  used  in  these 
computations  was  5.5% .  The  present  value  of  non- 
cancellable  sub-leases  at  February  2, 1 974  was  $5,600,000. 

If  non-capitalized  financing  leases  had  been  capitalized, 
net  income  would  have  been  reduced  $610,000  for  the  year 
ectfied  February  2, 1974and  $583,000  for  the  prioryear, 

\!|pi:h  amounts  are  not  material. 

12.  Major  Commitments  for  the  purchase  or  construction 
of  facilities  at  February  2, 1974  amounted  to  approximately 
$85,000,000. 

13.  Contingencies.  A  number  of  so-called  "class  actions" 
have  been  instituted  in  several  states  against  major  re¬ 
tailers,  including  the  Company,  predicated  on  alleged 
excessive  credit  service  charges.  In  the  opinion  of  manage¬ 
ment,  recoveries  from  the  Company  thereunder,  if  any,  will 
not  have  a  material  effect  on  its  financial  position  or 
operations. 

Accountants'  Report 


Touche  Ross  &  Co. 

1633  Broadway 
New  York,  New  York  10019 

Board  of  Directors  and  Shareholders, 

Federated  Department  Stores,  Inc. 

We  have  examined  the  consolidated  balance  sheet 
of  Federated  Department  Stores,  Inc.  and  subsidiaries  as 
of  February  2, 1974  and  February  3, 1973  and  the  related 
statements  of  income,  shareholders'  equity  and  changes 
in  financial  position  for  the  years  then  ended.  Our 
examination  was  made  in  accordance  with  generally 
accepted  auditing  standards,  and  accordingly  included 
such  tests  of  the  accounting  records  and  such  other 
auditing  procedures  as  we  considered  necessary  in  the 
circumstances. 

In  our  opinion,  the  aforementioned  consolidated 
financial  statements  present  fairly  the  financial  position 
of  Federated  Department  Stores,  Inc.  and  subsidiaries  at 
February  2, 1974 and  February  3, 1973  and  the  results 
of  their  operations  and  the  changes  in  their  financial 
position  for  the  years  then  ended,  in  conformity  with 
generally  accepted  accounting  principles  applied  on  a 
consistent  basis. 

April  9, 1974  Touche  Ross  &  Co. 

Certified  Public  Accountants 
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Federated  Department  Stores,  Snc.  222  West  Seventh  Street,  Cincinnati,  Ohio  45202,  (513)  852-3000 


Board  of  Directors 


Officers 


Ralph  Lazarus  Frank  Mayans  Weston  P.  Figgins  Richard  R.  Ralphs 


The  text  pages  in  this  report  are  printed  on  100  percent  recycled  paper 
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